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Declining Aid Spending Harms U.S. Interests

Kevin M. Morrison and David Weiner

report released April 25, 2000, by the Center on

Budget and Policy Priorities(CBPP) documentsa
steady, decades-longdeclineinU.S. government spend-
ing oneconomicassi stancefor poor countries(website:
http://Amww.cbpp.org). Under President Clinton’ sfed-
era budget request for FY 2001, which Congressisnow
reviewing, U.S. economicass stanceexpenditureswould
equal their lowest level, relativetothesize of theU.S.
economy, sincetheend of WorldWar I1. Aidspending
asashareof theU.S. economy ishalf what it wasinthe
1980s and has been in decline since the 1960s. In a
ranking of the share of national resources devoted to
economicass stancefor poor countries, theUnited States
islastamongthe21 donor countriesof theOrganisation
for Economic Cooperationand Devel opment (OECD).
Asapercentage of the economy, official spending on
economicaidisnow morethanthreetimeslargerinthe
typical OECD country thanintheUnited States. Aidis
asogpproachinganhistorica low asashareof thefederd
budget.

Thedeclinein economic development spendingis
harmful to U.S. international interestsin aglobalizing
world. Itisalsoat oddswiththeview, heldby amagjority
of Americans, that the United Statesand other wealthy
countries have amoral obligation to help theworld’'s
poorest people, 1.2 billion of whomliveonlessthana
dollaraday. And, ironically, U.S. economicassistance
spending hasreached historically low level sat atimeof

growing consensusinthedevel opment policy commu-
nity on how to makeaid moreeffective.

U.S. Interests, Development Aid, and
Globalization

Duringthe1980s, economicass stancespending aver-
aged 0.20 percent of U.S. gross domestic product
(GDP), about twiceashighasthecurrentfigure. The
sharp drop in aid during the 1990s can be partly
attributedtotheend of theCold War, whentheUnited
Statesprovided|largeamountsof economicsupportto
strategically important devel oping countries. For ex-
ample, theUnited Statestransferredlargeamountsof
aidover many yearstothegovernment of Mobutu Sese
SekoinZaire, despitethefact that hewasdoinglittleto
improveliving standardsinhiscountry. Withtheend of
the Cold War, the strategic value of economic aid
declined, andsodid aid.

But economic development assistanceremainsa
critical instrument for thepromotionof U.S. interna-
tiona interestsinthepost-ColdWarworld. Globaliza-
tion confrontsthe United Stateswith awidearray of
new challengestoitsprosperity and security. Aidcan
be a valuable tool for responding to many of these
challenges; insomecases, whendiplomacy or military
forcecannot beused, aid may betheonly tool available.

Many issuesabout which Americansareincreas-
ingly concerned—financia instability, infectiousdis-
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eases, environmental hazards, illegal immigration,
drugs—areglobal innatureand canonly beeffectively
addressedwiththecooperation of devel oping countries.
Poverty isaprincipal causeof someof theseproblems.
In these cases, using aid to
attack poverty may be our
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needtojoinusinaddressing
anevenwider rangeof issues
requiring multilateral atten-
tion. Poor countries, for ex-
ample, havedifficultyimple-
menting highly technical
internationa environmental or tradeagreements. They
are often unable to contribute effectively to regional
peacekeeping and other security arrangementswithout
substantial outside support. Their law enforcement
agenciesstruggleto control flowsof illegal narcoticsor
laundered money. By providing devel oping countries
technical assistance in these and other areas, and by
hel ping them strengthen their revenue base through
growth, economic aid can helpthem shoulder alarger
shareof multilateral burdens.

Globalizationa so presentsopportunities, primarily
in the form of potential new markets for American
products, andeconomicaidhelpscountriesexpandtheir
participationingloba commerce. Most of today'stop
importersof Americanagricultural productswereonce
U.S.foodadrecipients. Duringthe1990s, U.S. firms
subgtantialy increasedtheir commercid tieswithemerg-
ingmarket countries, al of whichwererecipientsof U.S.
aid. But U.S. trade with—and investment in—the
world’ sfour dozen poorest countriesremainsminus-
cule. Thedevelopment record makesclear that these
countrieswill not beabl etoachievesustained economic
growthwithout competent governmentsandimproved
policies. U.S. aid programs aimed at strengthening
governingand privatesector institutionsand at promot-
ing economicreform canhel pthesecountriesintegrate
themselvesintotheworldeconomy.

The casefor aid in the era of globalization goes
beyond sl f-interest, however. Globaizationisstrength-
eningtheappeal of moral argumentsinfavor of helping
the world’ s poorest people. Increased exposure to

human suffering through electronic mediahasclearly
playedaroleinthis. Equalyinfluentid, though, hasbeen
agrowing sense of responsibility for peoplein other
countrieswhoselivesAmericansrecognizeareincress-
ingly interconnectedwiththeir own.

Emerging Consensus on How to Make Aid
More Effective

Aid’ srecordindevelopment boastssomeremarkable
achievements. TheGreenRevolution—thescientific
advancesinseed productionthat vastly improved nutri-
tionfor tensof millionsof poor peoplebeginninginthe
1960s—wasfundedlargely by acollaborativeeffort of
private foundations and aid donors. Policy reforms,
training, andgrowth strategiesfinanced by adplayeda
criticd roleingtimulating
thedevel opment of coun-
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wide. Every year, U.S. assi stancesupportstheimmu-
nization of more than 3 million people against |ethal
diseases. The combined efforts of ad donors and
devel oping countrieshavehel pedincreaselifeexpect-
ancy inthosecountriesby one-third, eradicated small-
pox worldwide, and reduced thenumber of chronically
undernourished peopleby 50 percentinjust thepast 20
years. The U.S. population program has introduced
morethan 50 million couplestofamily planning. U.S.
assi stancehashel ped promotetransitionstodemocracy
in 36 nationsover the past decade.

Despitetheseaccomplishments, therecord of aid
hasat timesbeen disappointing. Several studieshave
been unableto establishcons stent causal linksbetween
aid and conventional indicatorsof development, par-
ticularly economic growth. Yet a new consensusis
emerging concerning how donorscan makeaid more
effective, anddonors,includingUSAID andmulltilaterd
aid agenciessupported by theUnited States, aremodi-
fyingtheir programsaccordingly.
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For exampl e, recent research suggeststhat akey
reasonfor thepoor performanceof aidinsomecountries
isthatitwaspoorly targeted. Aidishelpful inthecontext
of goodoverall policies, anditiswastedinpoor policy
environments. Donorsarepaying moreattentiontothe
quality of thepolicy environmentinrecipient countries,

Globalization
confrontsthe United
States with a wide
array of new
challengestoits
prosperity and
security. Aid canbe a
valuable tool for
responding to many of
thesechallenges;in
some cases, when
diplomacy or military
force cannot be used,
aid may be the only
toolavailable.

which often did not re-
celvecareful scrutiny dur-
ingtheColdWar.
Donorsarea solook-
ing morecarefully at the
waysinwhich aid isde-
livered, andtheburdensit
can impose on recipient
countries. A government
withweskingtitutionsand
limited policymakingca
pacities can easily be
overwhelmed when as
many as 40 donors are

sponsoringaid programs

inacountry at the same
time. Donorsrecognizethat improving coordination
amongthemselvesisessentia totheprovisionof pro-
ductiveaid.

Another aiddelivery challengerel atestorecipient
country “ownership” of aidprograms. Toooftendevel-
oping country officialsandcivil society representatives
havenot beeninvolvedinthedes gnandimplementation
of aid projectsand, asaresult, havenot been strongly
motivatedtomaketheproject succeed. Ownershiphas
beenthedecisivefactor inthesuccess—or lack thereof
—of many developmentinitiatives.

Finally, donorsarebeginningtofocusmoreonthe
roleof aidinsupportinginternational publicgoods, like
controllingthespread of infectiousdiseases. Someof
these public goods can be provided by donors di-
rectly—Ilikethecreation of avaccinefor malaria—and
thereby bypasstheproblem of bad policy environments
indevel oping countries(athough devel oping country
governmentsneedtobeinvolvedinthedelivery of many
of thesegoods, such asvaccines). Previouseffortsto
provideinternational publicgoods, suchastheeradica
tionof smd|pox, qudify assomeof themost effectivead
programsinhistory.

Donorsarenow putting theselessonsinto practice.
For exampl e, some donorsaretesting sectorwide ap-

proaches, inwhichthey providebudget support toan
entire sector, such as education, rather than sponsor
their ownindividual projects. Thisapproach both capi-
talizesonagood policy environment—becauseitis used
only incasesinwhichsuchanenvironment exists—and
enabl esreci pient countriesto exercisegreater control
over aid resources and to incorporate them into an
overa| sectord strategy. Another exampl eof theupdat-
ingof aidstrategy istherecent effort of donors, embrac-
ing the concept of international public goods, to pool
their resourcesto produceanHIV vaccine.

The U.S. Aid Program

The spending trends documented inthe CBPP report
are diminishing the impact of the U.S. aid program
precisely at the time when new knowledge about aid
effectivenessshould bemakingit stronger. Programs
have contracted in some areas; in others, aid
policymakers have lacked adequate resources or
flexibility to increase or change expendituresinre-
sponseto new challengesand opportunities.

U.S. spending on agricultural development pro-
gramshasbeen especidly hard hit, decliningfrom$900
million in 1990 to $300 million last year. Projects
designed to promote pri-
vate sector development
have been under consider-
ablebudgetary pressurein
recent years. Support for

Thespending
trendsdocumented
in the CBPP report
are diminishing the
impact of the U.S.

education and democracy  4ig program
programshasasodeclined.  precisely at the time
The constraints im-  whennew
posed by thisdownward  knowledge about
trendinfundinghavebeen ~ aid effectiveness
compounded by an up-  Should be making it
stronger.

ward trend during the
1990sinthe shareof aid
that Congressrequiresto
bespent on specific projectsor reci pients—thepractice
known as “earmarking.” Earmarking sharply limits
flexibilityinaid programming. U.S. development assis-
tancefundsarenow subjecttomorethan 120distinct,
congress onally mandated spending directives, many of
whichcanbelinkedtoas nglecongressiona sponsor.
Someof thesedirectivesset dollar amount “floors’ for
specificoverseasaid programs; othersspecify by name
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aparticular U.S.-basedingtitutionthatistoreceivefunds
tocarry out aproject.

Many of theseearmarksarewell intentioned, but
their cumulative impact is to weaken the U.S. aid
program. Oncefunding earmarkshavebeen satisfied,
thereisoftenlittleaidlefttomeet other needsor respond
to contingencies. Earmarksand other mandates cur-
rently fence off large sharesof U.S. economicaid for
countriesintheMiddleEast, Africa,andLatinAmerica
Programsin South Asia, which generally do not enjoy
such protection, havebeen vulnerabletooveral | budget

Many earmarks are
wellintentioned, but
theircumulative
impact is to weaken
the U.S. aid program.
Oncefunding
earmarks have been
satisfied, there is
often little aid left to
meet other needs or
respondto
contingencies.

pressureand contingency
radsfromother accounts.
TheUnited Statesthere-
fore risks under-invest-
inginthedevel opment of
aregionof considerable
commercid andstrategic
importance.

Congress could
strengthen U.S. aid by
boostingthedeve opment
assistancebudget andre-

theprogramsof multilatera ingtitutionstheUnited States

supports.
Development as-
sistance spending ac-
counts for just three-
fifthsof one percent of
the federal budget, so
reversngthedownward
spending trend would
not be costly. An ex-
panded economic aid
program would be a
powerful tool of U.S.
foreignpolicyinanage
of globalization and a
wise investment in a
more prosperous and
stableworld. &
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Congresscould
strengthen U.S. aid by
boostingthe
development
assistance budgetand
reducing micro-
management of aid
programs. Butthe
United States also
needs to do more to
incorporate the
lessons of aid
effectivenessintoits
assistance programs.

ducing micro-manage-
ment of aid programs. But theUnited Statesal soneeds
todomoretoincorporatethelessonsof aid effective-
nessintoitsass stanceprograms. Inparticular,U.S.aid
should be targeted more narrowly on countrieswith
solid poverty-reductionpoliciesinplace. Accordingto
a1999 OECD study, the United Statesiscurrently
oneof only four donors(theothersarethelnterna-
tional Monetary Fund, France, and Portugal) for
whichpoverty reductionisnotaformal, "overarching”
goal of aidstrategy .

Conclusion

Thisisthewrongtimefor U.S. aid spendingtodecline.
AidcanpromoteU.S. international interestsaseffec-
tively today asit did during the Cold War, though in
differentways. Indeed, asaconsequenceof globaliza-
tion, thechallengesforwhichaidislikely tobethemost
effective(and sometimestheonly) policy responsehave
growninnumber andimportanceover thepast decade.
K nowledgeabout what makesaid effectiveand howto
targetitbetterisal soreshapingtheU.S. adprogramand
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